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SECOND REPORT ON THE SALE OF COMMERICAL LIFE 
INSURANCE IN EUROPE UNDER LICENSE OF THE UNITED 
STATES ARMY 


On January 3, 1955, following a visit to the Headquarters, United 
States Army, Europe, the Investigating Subcommittee of the House 
Armed Services Committee issued a report on conditions prevailing 
in the United States Army European Command with respect to licens- 
ing of companies and agents for the sale of commercial life insurance 
through that command. Four specific recommendations were made. 
We will not repeat them here. 

A printed record of the testimony and data collected at hearin 
was likewise published. 

After that report had been published we received from the attorney 
for the European Association of Life Underwriters (Walter W. O’Haire) 
a letter dated January 10, 1955. This letter was accompanied by a 
table purporting to show the “cancellation rate and loss ratio’’ of the 
15 largest companies in the United States and 15 other companies 
(a total of 30) licensed to do business in most of the United States. 
The latter 15 were conveniently picked from the States of residence 
of the members of the subcommittee (pp. 85-86). 

On January 21, 1955, the attorney for Service Life Insurance Co. of 
Dallas, Tex., handed us another copy of a letter dated December 13, 
1954, from one Fred B. Dickey of Tarrant County, Tex. (p. 89). 

In our first report we observed that the letter of Dickey was both 
“impertinent and irrelevant”? but nevertheless would be considered as 
an example of ‘distortion and useless advice.” This gentleman’s 
counsel now advises us that he wishes ‘‘to make the record complete 
by affording” [sic] us a copy “‘of this letter.”” So we have reproduced 
it (p. 89). 

This letter either displays an ignorance of the business of insurance 
or it is a calculated plan to deceive us. Perhaps the insurance com- 
missioner of the State of Texas might interest himself in it. 

We are told with respect to lapses that “if there are greater lapsa- 
tions of policies sold to military personnel than are that sold to 
civilians it is that practically all of the insurance sold is on the monthly 
payment plan.” Then we were treated to a discussion of “lapsation”’ 
as viewed by this writer with the observation that ‘the lapsation 
experience of the industrial department of other companies (by. 
comparison) would be proper and applicable.” 

The author then comments upon the published statement of Metro- 
politan Life Insurance Co., John Hancock Mutual Life Insurance Co., 
the Prudential Insurance Co., and others. Whether he subscribes to 
the statement of the alleged purported lapse ratio furnished to us 
by the secretary of the European Association of Life Underwriters, 
he does not state; but it is apparent from the close collaboration of 
the two that they are all in the same boat. 
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Of course the first thing the subcommittee did as a matter of justice 
to the companies named ‘by the European Association of Life Under- 
writers was to send the charges to them for comment. 

We now reproduce as a supplement to the record the answers of 
29 of the 30 companies named. From these answers it is apparent, 
beyond peradventure of a doubt, that the statement furnished to us 
was either compiled in abysmal ignorance of the subject of life insur- 
ance or it was a deliberate distortion. In either event, the kind of 
advice and the representations made exhibits an alarming degree of 
irresponsibility, to put it mildly. That may in part explain the 

arlier misfortunes of the European Command who relied upon this 
association as a source of assistance in the conduct of business in 
Europe. 

A few of the comments are pertinent: 


The Connecticut Mutual Life Insurance Cv. says “the percent of loss is ¢.tirely 
misleading”’ (p. 97). 

The Equitable Life Assurance Society of the United States says it is ‘‘mislead- 
ing to relate the volume of insurance of an old and established company which 
terminates for one reason or another during any year and to compare it with the 
amount of insurance written during that year” (p. 98). 

The John Hancock Mutual Insurance Co. of Boston, Mass., states “we feel 
as no doubt you do that the statement is both meaningless and deceptive”’ (p. 99). 

The Massachusetts Mutual Life Insurance Co. of Springfield, Mass., says 
(p. 101) “this is almost a deliberate distortion of such figures as ours to prove 
a point. 

The Metropolitan Life Insurance Co. (p. 102) says “ordinary insurance, in- 
dustrial insurance, and group insurance are affected by different forces and should 
be treated separately.” It says that the figures given by the European Association 
of Life Underwriters were unreliable. 

The Mutual Benefit Life Insurance Co. of Newark, N. J. (p. 104), states “‘we 
believe they are neither accurate nor reflect the true financial status of a company; 
that it is a fallacy and in effect misrepresentation to indicate otherwise.” 

Mutual of New York says ‘‘the figures are indeed in Best’s, but those on volume 
insurance lost and percent of loss are, of course, the essence of the table, are not 
to be found there” (p. 105). ‘‘Even such a table including ordinary business 
only would be of little or no value for comparative purposes, since all modes of 
termination are lumped together’ (p. 106). 

New York Life Insurance Co. says of the report it “is based on the ratios of 
two figures which are not on comparable bases”’ (p. 109). 

The Prudential Insurance Company of America (p. 111) states “the comparison 
* * * is not a valid one.”? 

Indianapolis Life Insurance Co. (p. 118) says ‘‘the comparison is misleading.”’ 

The Lincoln National Life Insurance Co. (p. 119) says ‘“‘the table shown is 
extremely misleading and the ratios in particular have little significance.” 

The president of the Amicable Life Insurance Co. of Waco, Tex. (p. 130), 
says that he personally resented the ‘‘use of his company’s name with any of their 
[European Association of Life Underwriters] sales material or in defense of any 
of their actions.’’ He observes that his company did not sell any ‘‘coupon con- 
tracts” among other things. 

The Southwestern Life Insurance Co. of Dallas, Tex., likewise responded by 
stating that the association’s figures did not follow “correct principles in arriving 
at their figures’’ and it pointed out the proper ratio which should be attributed 
to them on published figures. 


CONCLUSION 


We leave the European Association of Life Underwriters and Dickey 
to the judgment of old and reliable insurance companies whose ap- 
praisal of their representations to us run the full gamut from incorrect, 
to misleading, to distortion. There is no division of opinion arising 
from the 29 companies whom the European Association of Life Under- 
writers and Dickey charged with having “excessive lapse ratios.” 
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We believe these 29 companies. We do not believe Dickey nor the 
European Association of Life Underwriters. We believe that an at- 
tempt was made to perpetrate a fraud upon the subcommittee and to 
malign 29 reputable life insurance companies of the United States 
whose records are open for inspection and whose qualifications have 
never been questioned in any of the many States in which they are 
licensed to do business. 

The new commander of the United States Army, Europe, has dis- 
pensed with the advice of the European Association of Life Under- 
writers. That action was long overdue. We compliment General 
McAuliffe for his prompt action. 

Present and voting: 

F. Epwarp H&sert, Chairman, 
Porter Harpy, Jr., 

GrorGe P. MILER, 

WituiaMm E. Hess, 

Paut CUNNINGHAM, 

WixtuiAM H. Bares, 

CHARLES P. NELSON, 

Witiiam G. Bray (alternate); 

Dated: June 2, 1955. 

Approved June 2, 1955, 

Car. VINSON, 
Chairman, Armed Services Committee. 








